Financial literacy enables owner-managers of SMEs to understand and assess their own financial needs and make rational financial decisions. The paper explores the financial literacy of owner-managers of SMEs in the Cape Coast Metropolis and how such literacy influences the performance of their businesses. The study population were owner-managers of registered SMEs in the Cape Coast Metropolis from the National Board for Small and Medium Enterprise, out of which a sample of 132 was selected through the simple random sampling technique. The data was analyzed using Structural Equation Model. The results showed a positive relationship between financial literacy and the firm's financial performance (t = 35.631, p < .00). The paper recommends that policy makers should specifically design a program and platform targeted at further enhancing the financial literacy level of these owner-managers to help improve the performance of their firms.
Introduction
Small and medium enterprises (SMEs) continue to be the backbone of the economy in high-income countries. The Organization for Economic Co-operation and Development (OECD) reports that more than 95% of businesses in the OECD region are SMEs. Such businesses contribute significantly to gross domestic product, employment, innovation and income in low-income countries (OECD 2005) . They are the main source of employment in countries like Ghana because they form about 90% of registered companies in Ghana (Adom et al. 2014; Laary 2015; Peprah, Mensah and Akorsah 2016) . This means SMEs' performance is incidental to their contribution to the economies of Ghana. As Eniola and Entebang (2015) submit, performance is reflected in a firm's ability to create acceptable outcomes and actions. Among the SMEs' performance outcomes are sales growth, profit margin, cost efficiency, and market share (Watson 2007) . Such outcomes are necessary if SMEs will play their role as catalyst to economic development.
However, the existence of SMEs has often been plagued with slow growth, low sales, lack of expansion with a number folding up within the first 2 years, thus raising questions about their performance. SMEs in Ghana have suffered slow growth (Asare 2014) , have limited customer base, and are not competitive especially on global level (ITC 2016) . Previous studies have attributed these challenges to access to finance, low capacity of research and development in technology, absence of business strategy and inadequate managerial competency (Asare 2014; Haselip, Desgain and Mackenzie 2015; Boateng and Poku, 2019; Al-Maskari et al. 2019; Bowen et al. 2009 ). These studies and others have focused largely on the access to credit and other managerial skills with less emphasis on financial literacy.
The success of an enterprise is largely dependent on how the firm sources, allocates, uses and manages funds. This means the manager of the venture should certainly have level of literacy in the finance and cash cycle (Mazzarol 2014 ) if the firm would be able to manage its capital efficiently. According to Remund (2010) , financial literacy is the degree to which a person understands important financial concepts and possesses the capacity and confidence to handle personal funds decision-making. The lack of knowledge, skills, attitude and awareness to cope and direct the finances in a hardy, transparent and professional way is a significant obstacle to performance growth and the sustainability of such ventures. Grable and Joo (2000) stated that the lack of personal financial knowledge and lack of time to learn about personal financial management leads to inappropriate, inadequate and ineffective financial decisions by owner-managers.
Owner-managers of SMEs are confronted with multifaceted financial decisions in running their businesses. Financial literacy as a result becomes an important tool for owner-managers and performance of SMEs (Adomako and Danso 2014) . Empirical studies done in this area showed low levels of financial literacy among owner-managers of SMEs in advanced and emerging economies, and only few are able to understand basic financial concepts (Lusardi and Mitchell 2007a; Lusardi and Tufano 2009; Cole, Sampson and Zia 2009 ). This issue is very important since lack of knowledge of financial decisions usually poses challenges which hinder performance of SMEs. This situation presents a challenge for owner-managers of SMEs in their quest to enhance the performance of their firms as banks and other organizations consider their financial literacy before dealing with them (Lusardi and Mitchell 2007a) . Furthermore, previous studies (Asare 2014; Haselip, Desgain and Mackenzie 2015; Boateng and Poku 2019; Al-Maskari et al. 2019) have focused more on the availability of finance, managerial competency and general business climate as the major factors impacting on SMEs performance. These studies have not looked at how financial literacy impacts of financial performance, thus creating a research gap. The paper, therefore, sought to assess the effect of owner-manager's financial literacy on the performance of SMEs in the Cape Coast Metropolis in Ghana. The paper was motivated by the need to fill this gap and contributes to the body of knowledge on the existing debate on effect of owner-manager's financial literacy on the performance of SMEs. The findings of this study provide owner-managers of the SMEs and policymakers with insights to put the appropriate strategies and measures in place to boost the performance of SMEs through financial education.
The rest of the paper was divided into five sections. "Literature review" looks at the literature; "Research methods" was devoted to the research methods. "Result and discussions" looked at the results and discussions. Finally, "Conclusions" and "Recommendations" were devoted to the conclusions and recommendations respectively.
(knowledge, skills and competencies), technological, marketing and physical resources. These resources are what the RBT describes as a firm's characteristics that derive its profitability, growth and ultimately survival. The view in this theory is that such resources should be valuable, rare and imitable (Dierickx and Cool 1989; Barney et al, 2001) . However, for the firm to achieve competitive advantage, Grant (1991) suggests managers analyze resources, appraise capabilities, analyze competitive advantage, select strategy and identify resource gaps.
There is implication of RBT for the issue of financial literacy and firm performance. Financial skills and knowledge have implication for how a firm select, uses, manages and disposes financial assets (Nunoo, Andoh, and Darfor 2015) . Furthermore, a manager's financial literacy level is a demonstration of the level of financial knowledge he or she possesses or has acquired over time (Gustman, Steinmeier and Tabatabal 2012) . Such knowledge (resource) has implications for effectiveness of financial decision and strategy the firm adapts. This is especially so in SMEs where the owner-manager often has the ultimate power, in making strategic decisions. Financial decision is one of the central decisions that owner-managers have had to make in the running of their businesses. The outcome of such decisions impacts significantly on the profitability, growth and survival of their ventures. As submitted by Eniola and Entebang (2016) , SMEs use idiosyncratic, immobile tangible and intangible resources as the bases to sustain competitive capability that brings about superior performance. The tangible resources include financial capital (e.g., equity capital, debt capital, retained earnings) and physical capital (e.g., machinery and buildings). Intangible resources consist of entrepreneurial knowledge, skills, experiences, organizational procedures, and reputation.
The theory suggests that lack of financial, human, organizational resources and capabilities reduces the firm innovation activities (Hewitt-Dundas 2006) . This could affect the firm's product and service delivery and ultimately its performance. The inaccessibility of financial resources is a major impediment to the development of SMEs, particularly because it prevents them from acquiring new technology that would make them more productive and more competitive. Ironically, previous studies (Amornkitvikai and Harvie 2018; Sibanda, Hove-Sibanda and Shava 2018; Hossain 2018) have focused more on the availability and non-availability of finance but not on the literacy of the owner-managers in terms of financial knowledge and know-how. This paper fills this gap by looking at how the literacy of owner-managers impacts on the performance of such firms.
Financial literacy and financial performance
Bruhn and Zia (2011) investigated the impact of business and financial literacy program on owner-managers of SMEs. They found that SMEs with better performance had ownermanagers with higher levels of financial literacy. Nyabwanga (2011) concluded that over 57% of these business operators hardly attend any business training programs, despite over 60% of them having little or no knowledge in financial literacy, hence, were void of financial knowledge vital in the running of their enterprises. The study also established that the performance of SMEs was averagely low. Simeyo et al. (2011) established that training in micro enterprise investment had a significant positive impact on the performance of the microenterprises. The study further established that majority of the respondents were very satisfied with the provision of capital investment and basic business skills training in micro enterprise investment. This suggests the business skill training accompanying the provision of micro loans, most likely improves the capacity of the SME owners to use funds and hence impacts on business performance. In terms of business risk management, the results showed that respondents were moderately satisfied with the achievement of business risk management skills. With the implication that the owners of SMEs were inadequately equipped with knowledge and skills of business risk management, hence are unable to adequately deal with business risks. Therefore, in the event that such risks occur, their micro enterprises are significantly affected. Sucuahi (2013) points out that the significant role of the micro enterprises can be well harnessed and sustained through a fine and precise financial management by the owner-managers of SMEs themselves.
A good financial foundation of the owner-managers of SMEs is a significant barometer of the success and growth in the performance of SMEs. In addition, financial literacy impacts on access and payment of loans. In South Africa, one of the causes of the high failure rate of new micro enterprises is the non-availability of formal sector financing. In a study to investigate the effect of business development services on the performance of SMEs, Osinde, Iravo, Munene, and Omayio (2013) found that the owner-managers who received business advice and resources recorded an improvement in the growth of sales and market shares.
The study further established that those who attended the training services recorded an improvement in their businesses in terms of growth in sales and profits. Eighty-three percent (83.3%) of the respondents who always attended training reported good growth in profits as opposed to 41.2% of those who never attended training. Wise (2013) found that increase in financial literacy leads to more frequent production of financial statements. An owner manager of SME that produces financial statements more frequently has a higher probability of loan repayment and a lower probability to voluntarily close his/her business. The Association of Chartered Certified Accountants (2014) submits that one of the challenges financial institutions face is low level of financial awareness. Nunoo, Andoh, and Darfor (2015) concluded financial literacy is a very important factor in explaining utilization of financial services. Low level of financial literacy can prevent owner-managers of SMEs from understanding and assessing financial products from financial institutions. This limits their performance in terms of service delivery and growth.
According to Eniola and Entebang (2015) , performance is commonly employed as an index of a SME's health over a dedicated period. This puts performance as one of the key issues of SMEs. The capacity to institute change in management of perceived market opportunities, adapting to the environment, and possessing certain managerial factors, contribute to strategic improvement in firm performance. Also, product innovations, creativity, proactiveness, technological change and networking are all critical factors to bringing about strategic improvement in firm performance. Performance encompasses growth, survival, success, and competitiveness. According to Eniola and Entebang (2015) , performance can be characterized as the firm's ability to create acceptable outcomes and actions.
Furthermore, financial literacy could enable owners/managers to be more creative in the use of credit and debt, the monitoring of budgets, the timely acquisition of raw material, production, fixed and variable costs and stock usage (Reich and Berman 2015; Adomako et al. 2016) . A combination of internal and external literacy has been reported to have a high correlation with the business performance of young entrepreneurs (Bruhn and Zia 2011) , and similar findings are supported by Agbemava et al. (2016) and Sucuahi (2013) .
Writers such as Reich and Berman (2015) and Cowling et al. (2015) were of the view that financial literacy is critical in responding to the turbulent global challenges such as Brexit and the global financial crisis. Ali et al. (2018) concluded that if entrepreneurs are really given time and energy to know and possess the skills in financial matters, it will help them as the economy today is open and becoming more challenging and robust. Among the variables chosen, budget control seems to be the main factor that owner-managers were more concerned with since a well-prepared budget will determine the performance of the SMEs.
From the discussions, financial literacy is key in attaining financial performance of SMEs. As a result, financial literacy becomes crucial in financing decisions of SMEs (Adomako and Danso 2014) . Recent evidence suggests low levels of financial literacy among owner managers of SMEs in advanced and emerging economies. Previous researchers report that few owner-managers are able to understand basic financial concepts (Lusardi and Mitchell 2007a; Lusardi and Tufano 2009; Cole, Sampson and Zia 2009 ). This issue is very important since lack of knowledge of financial decisions usually poses challenges which hinder the growth of SMEs. This situation presents a challenge for owner-managers of SMEs in their quest to enhance SME performance. This is due to the fact that banks, government agencies, and other organizations now consider the financial literacy level of the owner-manager before dealing with them (Lusardi and Mitchell 2007a) . This paper, therefore, sought to assess how financial literacy of owner-managers affects the financial performance of SMEs in the Cape Coast Metropolis.
Research methods
This study was quantitative in nature and employed the survey research design. A quantitative method was used because it enables one to objectively analyze the relationship between variables and also make predictions. Moreover, a survey allows for the collection of a large amount of data from a sizeable population in a highly economical way. For the purpose of this study, SMEs registered with the National Board for Small Scale Industries (NBSSI) were used. The NBSSI database indicated there were 200 registered businesses in the metropolis. One hundred thirty-two (132) respondents (owner-managers) were selected for the study based on the Krejcie and Morgan (1970) sample size determination table. From the table  (Table 4 in Appendix), the minimum sample size for a population of 200 was 132.
Data on the registered SMEs was obtained from the database of NBSSI. Through simple random sampling technique (lottery method), 132 respondents were used for the study. Due to the challenges of data collection in the SME sector, there was the need to over sample (using 160) above the minimum sample size of 132. In employing the lottery method, the respondents were numbered on separate slips of paper of same size. They were then folded and mixed up in a container. A blindfold selection was then made. The required numbers of slips was selected until sample size of 160 was obtained.
Data and data collection
Data used in the study was obtained mainly from primary source. The main instrument for data collection was the questionnaire. The questionnaire was made up of a 5-point Likertlike scale with 5 being strongly agree and 1 being slightly agree. The scale allowed for the use of a special rating scale that allowed questions to be asked on the extent to which respondents agreed with a series of statements about a given subject (Sekaran and Bougie 2003) . Likert scale has severally been used in the study of behavior and its outcomes of which financial literacy falls into such category (Willits, Theodori and Luloff, 2016; Joshi et al., 2015) . The questionnaires were administered with the help of field assistants. In order to attain the minimum sample size of 132, a total of 160 questionnaires were sent out. Finally, 132 responded to the request to participate in the study after several attempts at retrieving the questionnaires. The reason for the non-response was due to inability to make contact with the units selected for the study.
That resulted in reducing the sample size without introducing bias into the study (see Cornish, 2002) . The rest of the 28 questionnaires were not retrieved after several attempts at recovering them. The questionnaires retrieved represented a response rate of 82.5%.
Measurement of variables

Performance of SMEs
This is the dependent variable. Performance of SMEs was defined as the ability to create acceptable outcomes and actions (Eniola and Entebang 2015) . Performance of SMEs was adopted from Watson (2007) who used sales growth, profit margin, cost efficiency, and market share as indicators of financial performance.
Financial literacy
This is the independent variable. In this study owner-manager's financial literacy is the independent variable. According to Remund (2010) , financial literacy is the degree to which a person understands important financial concepts and possesses the capacity and confidence to handle personal funds, decision-making, and solid long-term financial forethought. The measure of financial literacy was adopted from van Rooij, Lasardi and Alessie (2011) who used financial management, debt, savings, insurance, and investment in measuring financial literacy.
Data analysis
The data collected was processed using SmartPLS software and analyzed using the structural equation modeling (SEM). According to Hox and Bechger (1998) , SEM combines complex path models with latent variables (factors) in the same study. It is a robust technique that is used in studies with unobserved constructs such those under consideration in this study (Sander and Teh 2014) . That is, it provides the avenue to measure unobservable variables with identifiable indicators. The method utilizes the features of factor analysis and multiple regressions that helps examine the relationship between endogenous and exogenous variables (Bagozzi and Fornell 1982; Gefen et al. 2000; Hair et al. 2006; Hair et al. 2017) . This helps reduce first-generation statistical tool challenges that include the examination of only one single relationship at a single point in time (Gefen et al. 2000; Hair et al. 2006) . Structural equation modeling permits the extension of longitudinal data within a single framework to conform to a study's conceptual framework and hypotheses (Preacher et al. 2008; Gunzler et al. 2013 ). Furthermore, it enables the combination of categorical, discrete, and continuous variables. The rule is that the observed variables may be categorical or discrete, but the latent variables must be continuous (Civelek 2018 p.10) .
Measurement model
The results from the structural equation modeling (SEM) were subjected to relevant reliability and validity checks including convergent and discriminant validity. Construct validity was assessed using the convergent and discriminant validity tests.
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Reliability
In partial least square (PLS), the individual factor reliability can be assessed by examining the loadings of the respective factors on their respective latent constructs as suggested by (Wong 2013; Hair Jr. et al. 2017; Wong 2019) . Higher loadings imply that there is more shared variance between the construct and its measures, than the error variance. In this present study, the criterion of .50 as recommended by Hulland (1999) was adapted for the retention of factors. In PLS, loadings of respective factors on their respective latent constructs are examined to assess the reliability of the factors. In addition to Cronbach's alpha, reliability of each variable was assessed through Fornell and Larcker's measure of composite reliability as cited in (Wong 2013) . This measure was preferred over Cronbach's alpha because it offers a better estimate of variance shared by the respective indicators and because it uses the item loadings obtained within the nomological network (Hair et al. 2011) .
Convergent validity
According to Rouibah, Ramayah and May (2011) convergent validity is the degree to which items measuring the same concept are in agreement. Evidence of convergent validity was assessed by the inspection of variance extracted for each factor (Hair et al. 2010 ). According to Hair et al. (2011) convergent validity is established, if the variance-extracted value exceeds .50.
Discriminant validity
Discriminant validity is the degree to which any single construct is different from the other constructs in the model (Hasan et al. 2012) . The method used for assessing discriminant validity was by examining the cross loadings of the indicators. Specifically, an indicator's outer loading on the associated construct should be greater than all of its loadings on other constructs (i.e., the cross loadings). The presence of cross loadings that exceed the indicators' outer loadings represents a discriminant validity problem. This criterion is generally considered in establishing discriminant validity (Hair, Ringle and Sarstedt 2011) .
Result and discussions
The measurement model was assessed to evaluate the individual loadings of each item's composite reliability, average variance extracted (AVE) and discriminant validity. Furthermore, the structural model depicting the hypothesized relationship was tested for significance and predictive power.
Reliability
From Fig. 1 "F1" to "F7" represent constructs used as indicator variables in understanding owner managers' financial literacy. Furthermore, "FP1" to "FP5" were the constructs used as indicators of performance of SMEs. When the factor loadings were closely examined, they all reported standard factor loadings (> .5) as proposed by Hair et al. (2011) . None of the factors was dropped from the further investigations. Also, from Table 1 the composite factor reliability coefficients of the construct's financial literacy and performance of SMEs ranged from .923 to .941, which meets the benchmark. Similarly, the composite reliability of approximately .7 is acceptable.
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Convergent validity
According to Rouibah et al. (2011) convergent validity is the degree to which items measuring the same concept are in agreement. The results from Table 1 indicated that the variance extracted (AVE) ranged from .694 to .707. This meant that the convergent validity criteria of both financial literacy and performance of SMEs were met. The results show that the scale used possessed convergent validity. Table 2 presented the cross loadings to test for discriminant validity. Discriminant validity is the degree to which indicators of the construct show weak correlation with all other constructs, except the one to which it is theoretically associated (Hasan et al. 2012; Henseler et al. 2014) . The method used for assessing discriminant validity was by examining the cross loadings of the indicators. The results as presented in Table 2 show adequate discriminant validity since indicator's outer loading on the associated construct was greater than all of its loadings on other constructs (i.e., owner-managers' financial literacy construct represented by "F1" to "F7" and performance of SME constructs represented by "FP1" to "FP5").
Discriminant validity
Structural model
The model produced an R 2 value of 76.8%, indicating that variations in the performance of SMEs can be explained by owner-manager's financial literacy as captured in Fig. 1 . This shows that the causal relationship between owner-managers financial literacy on the performance of SMEs was significant.
Also, as demonstrated in Table 3 a bootstrapping procedure using 1000 sub samples was performed to evaluate the statistical significance of each path coefficient. The study sought to test the effect of owner-managers' financial literacy on the performance of SME using path analysis with (t = 35.631, p < .00). This indicates that owner-manager's financial literacy has direct positive significant influence on the performance of SMEs.
Owner-manager's financial literacy changes in direct proportion to performance of SMEs with a coefficient of .876. This implies there is significant direct relationship between owner-manager's financial literacy and performance of SMEs. Therefore, improvement in the financial literacy of the owner-manager could spur strong financial performance of the firm. It is expected that the capacity of the owner-manager to use source, use, manage and dispose funds is improved through financial knowledge. This would invariably impact on their ability to manage their business risk and ultimately performance. Financial knowledge of the owner-manager could create a competitive advantage for the business due to the quality of the financial decisions. The paper was premised on the resource-based theory. The theory emphasizes on how critical resources (including financial skills and competencies) are used by the firm to attain competitive advantage. Appropriate financial knowledge would help improve decisions in terms of market share, sales, and profit (Osinde et al., 2013) . Such outcomes emerge because the owner/manager is able to use his/her financial competence to reduce waste and cost that results from poor financial product selection and management. The finding from this study supports the views in Reich and Berman (2015) and Adomako et al. (2016) . These studies found that the financial skills of the owners/managers aid them in terms of the financing option, budgeting, costing, and making production decisions. The acquisition and the application of the appropriate financial knowledge have the ability to promote efficiency, and increase market share and sales profit. This would ultimately promote venture growth and survival which would create a competitive advantage for the business. 
Conclusions
The paper sought to look at the effect of financial literacy of owner-managers and the performance of their businesses. This is on the score that previous studies have not focused on such an important issue. Owner-managers of SMEs are confronted with complex financial decisions in running their businesses on the day-to-day basis. Thus, lack of knowledge, skills, attitude, and awareness to cope and direct the finances of their ventures in a hardy, transparent, and professional way is a significant obstacle to the performance of their businesses. The study found a significant positive relationship between financial literacy of ownermanagers and performance of their businesses. This implies that improvements in financial literacy of owner-managers could spur increase in the performance of their ventures. As indicated earlier, the volume and value of knowledge available in the business helps create competitive advantage through proper decision making. This is likely to result in process and product innovations and ultimately firm performance. This is similar to findings by Osinde et al. (2013) which found out that the SMEs who received financial advice and resources had an improvement on the performance of SMEs with their sales and growth in market shares being increased. They established that those who attended training services recorded an improvement in their SMEs in terms of growth in sales and profits. This is because through training, the owner-managers are able to obtain the relevant business and financial knowledge. The outcome of the study has implications for the theory, policy, and practice. The results support the view in the resource based theory, that the assets (financial literacy/ knowledge) of the firm are the basis for its competitive advantage. On policy and practice, the findings highlight the critical issue of one's level of financial literacy before he or she is granted credit. The outcome of this study re-echoes the need for national dialogue on financial literacy and financial education. This would help develop the financial skills of existing and potential owner-managers. Moreover, the results have implications for owner-managers with respect to their own training needs and that of their staff.
The paper contributes to knowledge through the application of the resource-based theory to show financial knowledge and competencies are essential for the owner/manager if the venture would have a competitive advantage over others in the industry.
Recommendations
Based on the findings and conclusions, the paper suggests the design and implementation of financial literacy programs by the bodies responsible for managing SMEs in the metropolis including the National Board for Small Scale Industries (NBSSI). Furthermore, the owner-managers of such businesses must make a conscious effort to improve upon their financial knowledge by attending workshops, conferences and short courses on financial literacy. Such events could be organized through industry-academia collaborations. For instance, NBSSI could liaise with universities and the financial institutions in the metropolis to organize such training workshops, seminars and conferences for the SMEs. Where necessary, owner-managers should seek the advice of financial consultants in making critical financial decisions. 
